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Compared with 
January 1943 February 1942 











Bank Debits (daily average) + 0.1% +38.3 % 
Retail Sales (daily average) + 20.8 + 39.8 
uilding Permits — 40.5 —_ See 
Lumber Production (weekly average )1/ + 19.5 

Ordinary Life Insurance Sales + 16.6 


Gasoline Sales + 12.3 





usiness Failures + 78.1 


1/ Western Oregon and Western Washington 





(See pp. 9-10 for comment and indexes for 12 Oregon Trade Areas) 





THEORY AND PRACTICE OF FEDERAL RENT CONTROL V/ 


Daniel D. Gage and Wilbur J. Falloon 


The Emergency Price Control Act of 1942, passed by Congress and signed by the 
President in January of last year, directs that prices including rents shall be 
controlled through an agency designated as the Office of Price Administration. 

We shall not concern ourselves in this article with amything but the rent phase 
of the Emergency Price Control Act and its administration, although some general 


( 2/ This is the first of two articles on rent control; the second will appear in the 
April issue of the Review. Dr. Gage, now Portland District rent officer, Office 
of Price Administration, is on leave from the School of Business Administratica 
of the University of Oregon, where he was associate professor specializing in 
real estate. Mr. Falloon, rent examiner for the Portland-Vancouver Defense Rernt- 
al Area and member of the American Institute of Real Estate Appraisers, is on 
leave from Robert H. Strong and Associates, property managers, Portland, Oregon. 
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observations might be made at the outset concerning the general problem of infla~- 
tion, 


The effective promotion of the war, the magnitude of which has no historical 
precedent, requires the minimizing of monetary disturbances, Past doleful expe~ 
rience in the Civil Var and World ‘iar I periods has demonstrated that we should 
not let the price situation run amuck, Next to food, shelter or housing is the 
most important item in the American family budget, It is an inflexible item; by 
that we mean that a drastic rise in rent must mean a curtailment of othor basic 
needs unless cheaper housing can be secured--an alternative which does not exist 
in defense rental areas today, 


Inflationary rents have a more sinister offect than first appears, Higher 
bids by those desperately seeking shelter cause dispossessions and shuttling about, 
Instead of being on the job, the worker is dissipating a part of his time hunting 
a place to live or trying to keen the one he has, The very uncertainty of his 
shelter may affect the ed and guentity of his work even though he mey not be 
forced to move, 


Although the purpose of rent control--like all price control--is to battle 
inflation and thus assist in the war cffort, other detailed resultants may also 
be noted, Rent control is essential ir order to: 


1, Maintain a flow of manpower to defense industries in wer-production 
centers, 

2. Prevent wasteful bidding for housing accommodation, 

5. Conserve manpower by preventing disruption through search for shelter 
and constant worry about eviction, 

4, Reduce as far as possible the necessity for wage adjustment in those 
cases where rent, as a part of the cost of living, is a disturbing 
element, 

5. Stabilize the housing problems of the general citizenry of defense 
rental areas, including those persons who supply defense workers and 
military establishments with servicos and supplies, 
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one of which is the Rent Section, Torritorially, there are eight regional offices, 
each of which has a subdivision knovm as the Rent Division, headed by the regional 
rent oxccutive and regional rent attornoy, who are responsiblo to the regional 
administrator and to the deputy administrator in Y‘ashington in chargo of the rent 
progrem, Oregon, ‘/ashington, California, Novada, Arizona, and the panhandle of 
Idaho are in Region 8, with offices in San Francisco, 


Those cities and areas facing an acute housing shortage and rising rents have 
been designated as Defense Rental Areas, Offices have been set up, and a local 
director and staff appointed by the field representative of the Regional Office, 
The first area in Oregon so designated and for which offices were set up was tho 
Portland=-Vancouver Defense Rental Area, consisting of Clark County, Washington and 
Multnomah, Clackamas, and Washington oounties, Oregon, This office was opened in 
July 1942; July 1, 1942 became the effective date of the regulations in the above- 
named counties, On October 1, 1942 two additional arcas were listed as Defense 
Rental Arcas: Pendleton, Umatilla County; and Medford, Jackson County, On Novem- 
ber 1, 1942, two more were added: Corvallis-Albany, Benton-Linn counties; and 
Astoria, Clatsop County, The last area to be designated was Tillamook County (Janu- 
ary l, 1943), which was made a part of the Portland-Vancouver Defense Rental Area 
Office for supervision, with a suboffice ostablished at Tillamook, The rest of the 
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state, including the counties not designated above are in what is termed the Oregon 
Defense Rental Area, where rent control may be invoked without notice in situations 
where housing shortages and rent pyramiding may become suddenly acute. Until Fed- 
eral machinery is installed in these areas, rent regulation is a matter of voluntary 
Compliance on the part of the landlord and tenant with the Presidential order of 
October 1942 in which the President sugrested that the March 1, 1942 rent levels be 
maintained, 


On February 1, 1943 a change was made in the organization of the area rent 
offices, Previously they were responsible to the regional rent executive in San 
Francisco, Under the new plan, area rent offices except Medford will be respon-~ 
sible to the district manager of the Portland District Office of OPA, liedford being 
responsible to the Klamath Falls District OPA Office, This change seemed desirable 
in order to decentralize administration and to give more immediate local super- 
vision, 


Basic Theory of Rent Control, When devices for securing rent control were 
discussed in Congressional hearings, at which were present leading real-estate and 
housing authorities, there were two alternative methods put forth: 


1. The fair-rate-of-return basis, which may also be termed an 
appraisal basis. 
2. The rent-freeze-date basis. 


The latter was adopted after considerable discussion, for the reason that in 
an emergency situation with limited manpower it would be practically impossible to 
administer -rent control on the avpraisal~and-fair-rental basis, Actually, this 
method would involve the appraisal of every piece of rental-housing property in the 
United States, The magnitude of this task is apparent when one by comparison con~ 
siders the time consumed in setting up assessment records in the county tax offices. 
Generally, it requires about 10 or 12 years for an assessment office to sccure 
sufficient records and experience to make assessments effectively, 


The rent-freezing plan therefure was selected as the one most easily admin- 
istered. This plan aims at the stabilization--not the equalization--of rents, 
Behind this method lies the assumption that there shall be selected a date in desig- 
nated defense-rental areas when conditions were relatively normal, Since the word 
"normal" is a rather nebulous term, it might be better to state that it is a date 
before the prescure on the community for housing accommodations was exerted by 
defense industries in areas where defense industries were organized in anticipation 
of Amorica's entry into the war, The dates go back as far as January 1, 1941. In 
Oregon and that portion of Washington included in the Portland-Vancouvor Defense 
Area (Clark County), the date selected was March 1, 1942. Surveys made locally as 
well as local opinion were factors used in determining the freeze or maximum-rent 
date, 


Under the freeze plan it was assumed that the persons most competent to deter- 
mine the rental rate on the property were the landlords themselves in ordinary 
bargaining processes between themselves and the tenants, If the owner agreed to 
rent a house to a tenant prior to March 1, 1942 at $45.00 a month, the assumption 
was that this figure represented the highest return he was able to secure, 


Before passing on, some comment should be made about the possibility of uti- 

lizing the fair-rent-rate method. We have already indicated the enormity of the 

' task, It has, however, another serious wealmess, Most people who deal with real 
estate either actively or passively know that there is no exact way of determining 
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what is a fair value or a market value or any of the other odd terms which have 
been used to designate kinds of value, Probably if five experienced people acting 
individually were asked to set a value for a desipmated piece of property, there 
would be five totally different amounts with a range of considerable magnitude, 
Even in cases involving public condemnation where both sides bring in expert wit- 
nesses and plenty of time is given for hearings, there is little likelihood that 
the awardee can be easily convinced that the sum he secured for his property is a 
fair one, It is apparent then that a rente-office staff, though composed of equally 
competent appraisers, could not arrive at a value which would not be subject to 
oriticism or objections by the omer, fhe setting of values upon which to base a 
fair rate of rent would lead to endless hearings and bickerings, 


No doubt in some particular situations elements of unfairness may occur in the 
rent-freeze plan, Nevertheless, it does tend to get down to exactness of amount 
and eliminate a variety of opinion, The only opinion involved is the opinion of 
the landlord on the rent-freeze date as to what he estimated was a satisfactory 
rent as evidenced by the rent he was actualiy charging, 


Rent Adjustments, Of course, even under the rent-freeze plan there are likely 
to be situations in which the amount charged on March 1 was a wholly accidental one 
and did not result from free bargaining between the landlord and tenant, Specifi- 
cally, it may be that the price arrived at was not one determined by ordinary busi- 
ness methods but was influenced by subjective elements. To care for thesa special 
cases, there is provided in the rent regulations eight grounds for the adjustment 
of the rent above the freezeedate figuro, The oight grounds are listed below: 





1. There has been on or after the effective date of the Maximum Rent 
Regulation a substantial change in the housing accommodations by 
a major capital improvement as distinguished from ordinary repair, 
replacement, and maintenance, , 
Thero was, on or prior to March 1, 1842, a subscanttal chance ina 
the housing accomuofiations by a major capital improvement as 
distinguished from ordinary repair, replacement, and maintenance, 
and the rent on iiarch 1, 1942 was fixed by a lease or other rental 
agreement which was in force at the time of such change. 
There has been a substantial increase in the services, furniture, 
furnishings, or equipment provided with the housing accommodations 
since the date or order determining its maccimum rent, No increase 
in the maximum rent shall be ordered on the ground set forth in 
this paragraph unless the increase in services, furniture, furnish- 
ings, or equipment occurred with the consent of the tenant or while 
the accommodations were vacant; PROVIDED, That an adjustment may be 
ordered, although the tenant refuses to consent to the increase in 
services,.furniture, furnishings, or equipment, if the administrator 
finds that such increase (i) is reasonably required for the opera- 
tion of a multiple dwelling structure or other structure of which 
the accommodations are a part or (ii) is necessary for the preser- 
vation or maintenance of the accommodations, 
The rent on the date determining the maximum rent was materially 

_ affected by the blood, personal, or other special relationship 
between the landlord and the tenant and as a result was substan 
ially lower than the rent generally prevailing in the Defense 
ental Area for comparable housing accommodations on March 1, 1942; 

PROVIDED, That no adjustment under this subvaragraph increasing 
the maximum rent shall be made effective with respect to any accom- 
modations regularly rented to employees of the landlord while the 
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accommodations are rented to an employee, and no petition for such an 
adjustment will be entertained until the accommodations have been or 
are about to be rented to one other than an employee, 

_ There was in force on March 1, 1942 a written lease, for a term com- 
mencing on or prior to March 1, 1941, requiring a rent substantially 
lower than the rent generally prevailing in the Defense Rental Area 
‘for comparable housing accommodations on March 1, 1942; or the 
housing accommodations were not rented on March 1, 1942, but were 
rented during the two months ending on that date and the last rent 
for such accommodations during that two-month period was fixed by 
a written lease, for a term commencing on or prior to March 1, 1941, 
requiring a rent substantially lower than the rent generally pre- 
vailing in the Defense Rental Area for comparable housing accommo- 
dations on March 1, 1942. 

The rent on the date determining the maximum rent was established by 

a lease or other rental agreement which provided for a substantially 
higher rent at other periods during the term of such lease or agree- 
ment. 

The rent on the date determining the maximum rent was substantially 
lower than at other times of year by reason of seasonal demand for 
such housing accommodations. In such cases the administrator's order 
may if he deems it advisable provide for different maximum rents for 
different periods of the calendar yoar. 

There has been, since March 1, 1942, either (i) a substantial increase 
in the number of subtenants or other porsons occupying the accommo- 
dations or a part thereof under a rental agreement with the tenant, 

or (44) a substantial increase in the number of occupants, in excess 
of normal occupancy for that class of accommodations.on March 1, 1942, 
or (iii) an increase in the number of occupants over the number con- 
templated by the rental agreement on the date dotermining the maximum 
rent, where the landlord on that date had a regular and definite prace- 
tice of fixing different rents for the accommodations for different 
numbers of occupants. 


The first three are the important and common ones. It will not be possible in 
the space allotted to discuss each of these exceptionss it might be edvisable to 
take No. 2 and give a rather simple example to show how relief may be secured in 
what may be termed a special-hardship case. Suppose Owner A in 1941 was renting a 
house to a sister with nn invalid husband. Because of compassion and a blood rela- 
tionship existing between him and his sister, he permitted them to occupy the house 
which ordinarily would rent for $40.00 in a normal competitive market for the nomi- 
nal sum of $20.00. He, therefore, might petition the rent office for adjustment of 
the rent to a figure which would be comparable on March 1 for such type of housing 
accommodations to strangers. 


There are two other types of situations where there might appeer to be a spe- 
cial hardship. As the regulations are today, there is no relief for these two 
types of cases: (1) the situation of what might be termod the “amateur” landlord 
who, having an ordinary piece of property, did not keep his rents adjusted to the 
changing conditions since the outbreak of World War II with the result that on March 
1 he found himself with a rent below that of comparable housing accommodations; 
(2) the case of the individual who is furnishing in connection with his housing unit 
a number of utilities or services the cost of which has risen, with the result that 
he might be securing a diminishing net profit. 


Most people labor under the assumption that the Foderal rent regulations are 
relativoly simple and that the area director and his steff heve large discretionary 
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and arbitrary powers to dispense adjustments here and there according to the rela- 
tive merit of each case. This supposition is far from the truth. Let us review 
the legal machinery behind the rent laws. 


le. First, there is the Emergency Price Control Act which, among other 
things, sets up the freeze-date principle and provides for the 
creation of the office and officers to administer the law--this may 
be termed the enabling act. 
There is the administrative law or the regulations and subsequent 
amendments which, when published in the Federal Register, become 
the guiding principle for the administrator to follow. 
There are the interpretations on the regulations which are made 
from time to time by the legal staff in the Washington office to 
cover points brought up in the application of the law. 


Thus, the regulations, the amendments, and the interpretations become the rules 
by which each area officer throughout the country administers the Rent Control Act. 
The local rent-control office is not a "fair-rent board" or "court of equity" in 
that it has discretionary power to act upon rent-adjustment vetitions according to 
the ability of the tenant to pay more rent or the economic need of the landlord to 
receive more rent. To the contrary, rent-adjustment petitions must comply with the 
qualifications set forth in the regulations. In difficult and unusual cases the 
interpretations are the only other guide. Emotional impulses play no part in the 
final decision, 


There has been considerable effort on the part of owners of rental-housing 
units to have the rent regulations amended to take care of the above-mentioned 
situations, particularly the case where the house was rented below comparable levels 
on March 1. If it becomes possible to make adjustments on the grounds that the 
rent was simply below what it should have been, there will be, of necessity, an 
abandonment of the rente-freeze plan and a reversion to the appraisal plan. Such a 
change in plan will throw upon the rent offices a great increase in the number of 
petitions, for owners are not likely to be content with comparing rent levels of 
March 1 but urging what they think the rent ought to be at the present. 


Limitations on Evictions. There is another phase of rent control which re- 
quires explanation--the matter of the eviction of the tenant. Under the Federal 
rent regulations, tenants may not be removed from a housing accommodation except 
under one of the following conditions: 





1. They have not paid the legal maximum rent on the rent-payment date 
in the time provided by local law, 

2 They are using the property for an illegal or immoral purpose or 
they are violating a substantial obligation of the rental agreemont. 

5.- Tho owner sevks possession of the property for his own use. 

4. Tho tenant has had a written lense or other written rental agreement 
and has refused on demand to exscute a written extension or ponewns 
for a further term of like duration. 

5. The tenant has unreasonably refused the landlord entrance to the 
house for the purpose of inspection or showing to a prospective 
purchaser, mortgagee, or other person having legitimate interest 
therein. 

The tenant's leese or other rental agreement has expired or other- . 
wise terminated, and at the time of termination the housing accom- 
modations or a predominste part thereof are occupied by one or more 
subtenants who occupied under rental agreement with the tenant. 
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7e Tho landlord seeks in good faith to recover possession for the 
immediate purpose of demolishing the housing accormodations or 
substantially altering or remodeling it in a manner which can 
not practically be done with the tenant in occupancy when the 
plans for such alteration or remodeling have been approved by 
the proper authorities if such approval is required by local 
law. 


A purchaser of housing accommodations who has paid one-third down, no part 
of which may be borrowed, may secure the eviction of the tenant ninety days after 
the issuance of a certificate by the rent director. Contrary to the general com- 
plaint made by owners that the tenant might misuse the property and the landlord 
be unable to evict him, it can be seen from the above list of grounds for eviction 
that it is incumbent upon the tenant to fulfill his obligations and to avoid vio- 
lation of rental agreements. In addition to the above list, there is provision 
for the relief of the landlord in cases where the tenant may not be creating what 
might be termed a legal nuisance but nevertheless is creating an intolerable situa- 
tion, In special cases of this kind, the landlord may petition the rent director 
for a certificate of eviction which is merely a statement that a landlord may 
pursue his remedies in the courts for eviction just as if the Federal regulations 
were not in effect. The main purpose of the limitations on evictions is from the 
enforcement angle. Without these limitations, should the tenant refuse to pay 
more than the maximum legal rent, he might face an-eviction es a penalty for his 
refusing to enter into a collusive agreement with the landlord to pay above the 
ceiling price. 


Property Sales. Considerable discussion has arisen concerning the limitation 
on the sale of property under the Federal rent regulations. The purpose of the 
one-third down and the ninety-day delay in the requirements for eviction of the 
tenant was to curb the amount and number of subterfuge sales, One of the purposes 
of rent-control regulations is to stabilize tenant occupancy. Without rent con- 
trol the term of a tenant's occupancy would depend on his ability to outbid those 
seeking his shelter, This condition would mean a continusl shuttling in and out 
with no economic gain or incresse in housing accommodations. Without the limi- 
tation on sales it would be »rossible to accomplish the seme thing by selling the 
house out from under the tenant if he were not in a position to outbid the proe 
spective purchaser. The prospective purchaser ordinarily would not be inclined 
to make n purchase if he could find a renteble unit. Not being able to find this 
he must perforce acquire a housing accommodetion by purchasing it, many times at 
a price which he would not ordinarily consider were it not for the necessity of 
sheltering himself. If he must make a substantial down payment and wait ninety 
days before he can secure possession, he is likely to think twice before com- 
mitting himself to this purchese. The ninety-day delay and the one-third down 
may slow up purchases but it does not prevent them, 


Space within the confines of this issue will not permit the discussion of the 


practice of the administration of rent control. This phase of the subject will be 
treated in the next issue of the Oregon Business Review, 
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General Business, Business activity in general in Oregon, as measured by 
debits to accounts of banks throughout the state, remained at about the same level 
in February as in January. While debits in February were only 0.1 per cent above 
January, the increase in February over the same month a year ago was 58.5 per cent. 
However, this substantial increase was far from evenly distributed, as shown in 
the following table of percentage changes in February by areas (adjusted for days): 


Compared with 
January 1943 February 1942 








Portland — 0.1% 49.0 % 
Lower Willamette Valley 9.2 = Gee 
Upper Willamette Valley 28.7 
North Oregon Const 
Douglas - Coos Bay 
Southern Oregon 

Upper Columbia River 
Pendleton 

Central Oregon 

Klamath Falls - Lakeview 
Baker = La Grande 

Burns = Ontario 
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Retail Sales. Sales of independent Oregon retailers in February increased 
20.8 per cent over January and were 39.8 per cent higher than in February 1942. 
In part, this was due to an unusually low volume of sales in January, but the most 
important factor was a weve of buying touched off by the announcement of new 
retioning programs, or, as in the case of clothing, fear that rationing would be 
extended. The 39.8 per cont increase over a year ago can be compared with the 
following increases for the past few months ovor the same month in the previous 
year: November, 24.1 per cent; December, 22.7 per cent; January, 15.0 per cent. 
Especially heavy incresses occurred in department store sales and apparel stores, 
as shown in the following table (all percentace changes adjusted for days but not 
for price changes): 


Compared with 
January 1943 Fobruary 1942 








Department Stores + 32.7 % + 83.0 % 
Food Stores + 7.8 + 32.8 
Eating and Drinking Places + 8.7 + 65.1 
Drug Stores + 7.8 + 45.3 
Apparel Stores + 34.1 + 76.5 
Motor Vehicle Dealers + 40.3 — 21.2 
Furniture - Household - Radio Group + 18.9 | + 7.3 
Lumber ~ Building - Hardware Group + 25.6 + 47.3 


Sales of independent retailers in the larger Orezon cities increased in 
February over January as follows: Portland, 24.3 per cent; Salem, 25.9 per cent; 
Eugene, 32.7 per cent; Klamath Falls, 16.6 per cent. Only Klamath Falls failed 
to show an increase in February as compared with February 1942: Portland,+ 59.7 
per cent; Salem, +25.5 per cents; Eugene, +54.3 per cent; Klamath Falls -1.9 percent. 
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Percentage changes by areas were as follows: 


Compared with 
January 1943 February 1942 








Portland 

Lower Willamette Valley 

Upper Willamette Valley 

North Oregon Coast 

Douglas - Coos Bay 

Southern Oregon 

Upper Columbia River and Pendleton 

Central Oregon and Klamath Falls - Lakeview 
Baker - La Grande and Burns - Ontario 


+ 
© 
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Building Permits. Forty-seven Oregon cities issued building permits of 
$1,272,699, a decrease of 40.5 per cent as compared with the total issued by 
identical cities in January and 4.0 per cent less than in February 1942, Permits 
for new residential construction totalled $923,107, composed mainly of Federal 
war housing projects of $361,500 in Portland and $275,000 in Medford. As com- 
pared with a year ago, permits for new residential construction were 5.6 per cent 
higher, permits for new non-residential construction of $255,008 about the same, 
and permits for additions, alterations, and repairs of $94,584 were 52.1 per cent 
lower. 


Lumber Production. Production, shipments, and orders received in the West 





Coast (Western Oregon and Western Washington) and Western Pine (Eastern Oregon 
and Eastern Washington) areas were reported by the National Lumber Manufacturers 
Association for the four weeks ending February 27, 1943 and the same period a 
year ago as follows: 


February 1943 February 1942 % Change 
(M bd. ft.) (M bd. ft.) 
West Coast 
Production 352,334 472,749 — 25.5% 
Shipments 378, 849 500, 078 — 24.2 
Orders Received 378,595 513,682 — 26.3 
Unfilled Orders- 821,340 704,779 + 16.5 
Febr. 27, 1943 and Febr. 28, 1942 


Western Pine 


Production 183, 852 211,419 — 135.0 

Shipments 238,449 290,395 — 17.9 

Orders Received 277,102 246,382 +12.5 

Unfilled Orders— 393,789 342,034 +15.1 
Febr. 27, 1943 and Febr. 28, 1942 
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